
371 

Department of Defense 249.501–70 

TABLE 49–3—SUMMARY OF SETTLEMENT—Continued 

Amount 
claimed 

Amount al-
lowed 

6. Total fee settlement ............................................................................................... $ $ 
7. Gross settlement .................................................................................................... llll llll 

$llll $llll 

llll llll 

Less: Deductions not reflected in Items 1–7.
a. Disposal credits ................................................................................ $llll 

b. Other charges against contractor arising from contract ................... $llll 

8. Net settlement ........................................................................................................ $ 
Less: Prior payment credits ......................................................................... llll 

9. Net payment ........................................................................................................... $ 
10. Recapitulation of previous settlements (insert number of previous partial settle-

ments effected on account of this particular termination): 
Aggregate gross amount of previous settlements ....................................... $llll 

Aggregate net amount of previous partial settlements ................................ $llll 

Aggregate net payment provided in previous partial settlements ............... $llll 

Aggregate amount allowed for prime contractor acquired property taken 
over by the Government in connection with previous partial settlements.

$llll 

TABLE 49–4—UNREIMBURSED COSTS SUBMITTED ON SF 1437 * 

Costs 
Amounts claimed 

by contractor’s 
proposal 

Auditor’s recommendation TCO’s computa-
tion Cost questioned Unresolved items 

1. Direct material.
2. Direct labor.
3. Indirect factory expense.
4. Dies, jigs, fixtures and special tools.
5. Other costs.
6. General and administrative expenses.
7. Fee.
8. Settlement expense.
9. Settlement with subs.
10. Total costs (Items 1–9).

* Expand the format to include recommendations of technical personnel as required. 

[56 FR 36471, July 31, 1991, as amended at 62 FR 34128, June 24, 1997] 

Subpart 249.5—Contract 
Termination Clauses 

249.501 General. 

249.501–70 Special termination costs. 

(a) The clause at 252.249–7000, Special 
Termination Costs, may be used in an 
incrementally funded contract when its 
use is approved by the agency head. 

(b) The clause is authorized when— 
(1) The contract term is 2 years or 

more; 
(2) The contract is estimated to re-

quire— 
(i) Total RDT&E financing in excess 

of $25 million; or 
(ii) Total production investment in 

excess of $100 million; and 
(3) Adequate funds are available to 

cover the contingent reserve liability 
for special termination costs. 

(c) The contractor and the con-
tracting officer must agree upon an 
amount that represents their best esti-
mate of the total special termination 
costs to which the contractor would be 
entitled in the event of termination of 
the contract. Insert this amount in 
paragraph (c) of the clause. 

(d)(1) Consider substituting an alter-
nate paragraph (c) for paragraph (c) of 
the basic clause when— 

(i) The contract covers an unusually 
long performance period; or 

(ii) The contractor’s cost risk associ-
ated with contingent special termi-
nation costs is expected to fluctuate 
extensively over the period of the con-
tract. 

(2) The alternate paragraph (c) 
should provide for periodic negotiation 
and adjustment of the amount reserved 
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for special termination costs. Occa-
sions for periodic adjustment may in-
clude— 

(i) The Government’s incremental as-
signment of funds to the contract; 

(ii) The time when certain perform-
ance milestones are accomplished by 
the contractor; or 

(iii) Other specific time periods 
agreed upon by the contracting officer 
and the contractor. 

Subpart 249.70—Special 
Termination Requirements 

249.7000 Terminated contracts with 
Canadian Commercial Corporation. 

(a) Terminate contracts with the Ca-
nadian Commercial Corporation in ac-
cordance with— 

(1) The Letter of Agreement (LOA) 
between the Department of Defence 
Production (Canada) and the U.S. DoD, 
‘‘Canadian Agreement’’ (for a copy of 
the LOA or for questions on its cur-
rency, contact the Office of the Direc-
tor of Defense Procurement and Acqui-
sition Policy (Program Acquisition and 
International Contracting), (703) 697– 
9351, DSN 227–9351); 

(2) Policies in the Canadian Agree-
ment and part 249; and 

(3) The Procedures Manual on Termi-
nation of Contracts, Public Works and 
Government Services Canada. 

(b) Contracting officers shall ensure 
that the Canadian Commercial Cor-
poration submits termination settle-
ment proposals in the format pre-
scribed in FAR 49.602 and that they 
contain the amount of settlements 
with subcontractors. The termination 
contracting officer (TCO) shall prepare 
an appropriate settlement agreement. 
(See FAR 49.603.) The letter transmit-
ting a settlement proposal must cer-
tify— 

(1) That disposition of inventory has 
been completed; and 

(2) That the Contract Claims Resolu-
tion Board of the Public Works and 
Government Services Canada has ap-
proved settlements with Canadian sub-
contractors when the Procedures Man-
ual on Termination of Contracts re-
quires such approval. 

(c)(1) The Canadian Commercial Cor-
poration will— 

(i) Settle all Canadian subcontractor 
termination claims under the Canadian 
Agreement; and 

(ii) Submit schedules listing service-
able and usable contractor inventory 
for screening to the TCO (see FAR 
45.6). 

(2) After screening, the TCO must 
provide guidance to the Canadian Com-
mercial Corporation for disposition of 
the contractor inventory. 

(3) Settlement of Canadian subcon-
tractor claims are not subject to the 
approval and ratification of the TCO. 
However, when the proposed negotiated 
settlement exceeds the total contract 
price of the prime contract, the TCO 
shall obtain from the U.S. contracting 
officer prior to final settlement— 

(i) Ratification of the proposed set-
tlement; and 

(ii) A contract modification increas-
ing the contract price and obligating 
the additional funds. 

(d) The Canadian Commercial Cor-
poration should send all termination 
settlement proposals submitted by U.S. 
subcontractors and suppliers to the 
TCO of the cognizant contract adminis-
tration office of the Defense Contract 
Management Agency for settlement. 
The TCO will inform the Canadian 
Commercial Corporation of the amount 
of the net settlement of U.S. sub-
contractors and suppliers so that this 
amount can be included in the Cana-
dian Commercial Corporation termi-
nation proposal. The Canadian Com-
mercial Corporation is responsible for 
execution of the settlement agreement 
with these subcontractors. 

[56 FR 36471, July 31, 1991, as amended at 65 
FR 39706, June 27, 2000; 68 FR 7440, Feb. 14, 
2003] 

249.7001 Congressional notification on 
significant contract terminations. 

(a) Congressional notification is re-
quired for any termination involving a 
reduction in employment of 100 or 
more contractor employees. Proposed 
terminations must be cleared through 
department/agency liaison offices be-
fore release of the termination notice, 
or any information on the proposed 
termination, to the contractor. 
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